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Before the
FEDERAL COMMUNICATIONS COMMISSION

Washington, D.C. 20554

RECE'\lED
fJAN 27 J997

In the Matter of

Changes to the Board ofDirectors of the National
Exchange Carrier Association, Inc.

CCDocketNo.97-21

COMMENTS OF PACIFIC TElESIS GROUP
ON NOTICE OF PROPOSED RULEMAKING

I. INTRODUCTION

Pacific Telesis Group hereby comments on the Commission's Notice ofProposed

Rulemakinl regarding the suitability of the National Exchange Carrier Association ("NECA") to serve

as the interim administrator ofthe federal universal service fund. We wholeheartedly support NECA

in this role: NECA is making significant changes to its organizational structure in order to meet the

Commission's criteria for an appropriate administrator, and has the experience and large-scale

information processing and database capabilities that the Commission seeks.

NECA has informed the Commission that it stands ready to establish a wholly-owned

subsidiary with a balanced, representative board to temporarily administer the schools, libraries and

health care aspects of the universal service program. In order to meet the Joint Board's

recommendation that these aspects of the program be instituted in time for the 1997-98 school year (a

1 In the Matter of/Changes to the board ofDirectors ofthe National Exchange Carrier Association,
Inc., Notice ofProposed Rulemaking and Notice ofInquiry, CC Docket No. 97-21, FCC 97-11 (reI.
Jan. 10, 1997) ("NPRM").



mere 8 months away), we urge the Commission immediately to approve NECA's proposal for interim

administration.

NECA has also stated that if selected as permanent administrator ofthe universal

service fund, the subsidiary would be divested from its affiliation with NECA and could administer not

only the schools, libraries and health care aspects of the program, but the high cost, low income, and

telecommunications relay aspects of the fund as well. Because the Commission has issued a separate

Notice ofInquiry regarding the issue of a permanent administrator, we will not comment on this aspect

ofNECA's proposal at this time.

II. THE COMMISSION SHOULD ALLOW NECA TO ESTABLISH A SUBSIDIARY TO
TEMPORARILY ADMINISTER NEW UNIVERSAL SERVICE PROGRAMS

The Commission seeks input "on how the Commission should change its rules so that

NECA's Board can ensure significant, meaningful representation ofnon-incumbent LEC interests and

still operate in an efficient, fair, and competitively-neutral manner" as temporary administrator.

NPRM, ~ 11. In a letter to Chairman Reed Hundt dated January 10, 1997 (copy attached), NECA

proposed interim changes in its governance to broaden support for its appointment as interim fund

administrator.2 NECA proposed that immediately upon being appointed temporary administrator, it

would establish as a wholly-owned subsidiary a universal service administrative company ("USAC")

to administer the schools, libraries and rural health care aspects of the universal service program.

As NECA explained, the USAC would have a "balanced, representative board that

would be based on Commission recommendations ...." The [interim] USAC would have full control

over administration of [the schools, libraries and health care] programs. Necessary NECA personnel

2 This letter postdates the NECA filing the Commission discusses in the NPRM, which NECA made on
October 18, 1996. Thus, it represents NECA's most up-to-date proposal.
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would be dedicated to the USAC and support services would be obtained from NECA on a chargeback

basis pursuant to NECA's Commission-approved cost allocation manual."

We believe NECA's proposal allays any concerns the Commission or others might have

about the organization's suitability to serve as temporary administrator. NECA's proposal would

separate the administrative function from NECA's tariff-filing and advocacy function. We are unaware

of any "legal limitations [that would] preclude NECA from creating an advisory committee, or,

alternatively, a new subset of directors, whose responsibilities [would be] confmed solely to matters

relating to the administration of the universal service support mechanisms." NPRM, ~ 13.

Given that the position will be only temporary, we do not propose any rule changes at

this time. NPRM, ~ 11. In any event, because NECA's current proposal in this regard is not to modify

its current Board composition, but to create a new one, the rule changes the Commission proposes are

not relevant. NPRM, ~ 13. We would suggest rule changes be made at the time a permanent

administrator is named.

We understand NECA is open to suggestions regarding the composition of the

"balanced, representative board" it proposes, and the nomination and election process for Board

members. NPRM, ~ 13. We make no specific recommendation in this regard.

III. CONCLUSION

NECA has the experience, the large-scale information processing and database

capabilities (NPRM~ 6), and the will to serve as temporary administrator. It has proposed changes in

its organizational structure that will meet any concerns about its neutrality. We respectfully request

that
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the Commiuion appoint NECA~ int«im MmjniltTltor ofthe IChoola, Iibnriea and beIlth care aspects

ofthe UIlivena1~ proaram U IOOIl u polliblc.

~ 1Ubmitted,

140 New MoataomcrY Street
San FnnciIco, California 94105
Room lS22A
(415) 542·7649

MAllGAR.£T E. GARBER

1275p~ Aveauc, N.W.
WubiDaton, D.C. 20004
(202) 383-6472

Its Attorneys

Date: JIdUII'Y 27, 1997
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SENT 6Y:NECA3 ; 1-23-87 5:47PM; NECA"

~.t • aTE'....&NATIONAL IXCHANG!
1"~CAMtIA ASIOCl"'ON~

"
, 00 SOt.IIh J.~.rIOn Road
Whipt)any. Nt"" J.....y 07181
2011•••·8100

January 10, 1997

lleed E. Hundt. Chainnan
Federal Communications Commission
1919 M Street. N.W.
~~0~D.C.20SS4

R.e:, CC Docket No. 96-45 on Universal Service
\

Dear Chlirman Hundt:
. '

I last wrd~e you on Odoh« 18, 1996 to propose interim chan,_ in l0vcnan.ce olthe Nauonal
Exc:hanp Carrier Auociation, Inc. (NEC,\). to broaden auppon lor NECA', appointment as
interim adminilU'ltor of tho D8W universal JltYice pro.,.. to be atIbIiahed by the Commia&ion.
SiDee that time, the Pocknl-5we Joint Board on UnivIrsal Senice hu iJlued it'
recommendation, commentl have beeR fileG on the recommencla1ion and NECA has cOI'Unued
ctilcuuioftl with interested parties. In these dilCUllions mCA hal trieG todwe1op 80 tenW1ce
propoull thI1 will satisfy the VU)'iDa concerns that have been mcpreuecl. I~ is becomin;J
appll'llU. however. that it may not be poaible to ,do 10 within the COI\tIlXt ofa sinale
administrative orpnization. I would Iilce to share with you our current view olthe Chll~,8t1

NECA will need to make to meet the 10int Board criteria. initially, for temporary admin,:urator
anel eventually for permanent administrator, U a neutral third-party.

The Ioint :feard recommended that NECA be appointecl temporary adminiICrator for the Schools.
Librari. afteIllural Health Care Providers Progam. To provide for expeditious implementation
ofthiJ prosram NEeA proposes that.' immediately upon beina appointod u temporary
adminiatrator and beina authorized to commit retOUrces, it would eatabli.b a wholly-owned
sublidillY, a universal service administrative company (USAC). to administer the propn. The
USAC would have a balanced, repreaentative board that would be baed on Commisaion
recommendations and would include some roprellntation from the NECA Boarel. The U3AC
would have, full control over &dministration arch... proaruna. Nee.aary NECA persoMel
would be el~dieated to the USAC and aupport services would be obtained from NEeA on a
charpblCk bui. purauant to NECA's Commission-approved COlt allocation manual. Th~ USAC
would participate in any biddins process to select a pennanent adminis~rator.



SENT BY:NECA3

P.eed E. Hundt
P... 2
Januuy lO, 1997

NECA" 415 243 9954:# 3

When and ifselectecl u the permanent aclminiatracor of the new Univenal Service Fund, USAC
would be·cliVClleel ~om ita ""lillion with NleA and woulcl adrainisc. federal universal support
proaruna. inc1ucliDa the HiP Colt. Low Income, Schools, Libnri.. and Rural Heath Cue
Providers and Te1ecommuniCltiona J.elay Service Proanma. The divllteel coft1l)l.ny could be
lltablilhel under CommiliiOll NI, .. the CommiAion laW St. It would be a non-stock
cotpOratlonand would have no membtnhip. Iu board ofdirectotl could be tUnher enhanced
buecS 011 recommencSatiofti or appointments by the Commiuion.

Opm.tionally, necellltY NECA pcnoMei and resources to administer the universal MrVice
ProlflDllYiould be transferreci to the divated USAC upon ita selection u permanent
adminiIU'ator. NECA IZIticipat_lharillllUpport Mr"Iica. such u ~man ruourCII and
informuion systems on a contrae:tua1 bai- between NECA and TJSAC for lOme period oftime in
ord. to take advaIuaIe ofoxiItina orpDizalionai eft1cienciea. NECA would no lonpr have any
fllPODlibility for UDiveru1 ..me. adminiatration, but would continue to me ancl deteDd ~e acceu
chup tlriifs and administer the paolini nrvcnue diltn'bution process. euentially u ~t does today.

I believe th, scrueturet OUtlined Ibove would be 1ft effective way to meet Ioint BOItC1IDI.'
ComndIIion objec:tivel for IOUZId. efIIQent, impaniallDCl rapicl'implemllltation of'uniVW1a!
service prolTlftll UDder the Ttlecommunicat.:oftl Act of 1996. 11\ the comiq weeki mc.:A plans
to meet with interested parties to diJcull this approach and seek their idea and IUgatlC'ns.

Sincerely,.

~~.
BNce W. Baldwin r
cc: FCCjCommiuioner SUllftN...

FCC~CommilsionetRad1eI1e Chona
FCCComrnillioner lamea QueUo
State Members, Fecleral-Swe Joint BoatcS CC Dodtlt 96-45
Chief' of the Common Carrier Bureau,. Resina Keeney
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